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iJBig Tax Investigation 
JVVas Quietly Scuttled 
[ By Intelligence Agency 

-Bahamian Bank's Hundreds 
’.X Of U.S. Account Holders 
yp: Go Unchecked as a Result 

“?•; • *. * . i k r r *. X s ' v> - X* * 

SEC Runs Into a Stone Wall 

.• ' ' - ? 

**' - ; 'r By Jim Drink hall 

3 ; ;8 taff Reporter of The w* ll sYmekt Journal 

X- NASSAU, Bahamas- One of the more tit* 
; illating business stories that somehow man* 

’ aged to reach the public prints In the last 
decade was the great Castle Bank caper. 
,Remerriber? It was the escapade in 
‘*which two Internal Revenue Service agents 
outdid themselves as sleuths only to have 
;their chief throw out their hard-gained evi* 
> d?nce of possible massive lax evasion as 
, Inadmissible. X , A J • ; ; Vl , . ;i; 

’"•^.For years IRS agents had been trying, 
■^without much success, to potato documen- 
• . tary proof that Americans were, using off- 
* shore banks in the Caribbean to hide income 
M«d evade taxes. One of the suspect banks 
1 was the privately owned. Nassau -based Cas- 
rr tle Bank & Trust '{Bahamas) Ltd. So one 
y 'bight In 1973, while an official of the Castle 
? Bank was having dinner at a posh Key Bis- 
cayne, Fla., restaurant with a woman an 
+} IRS informant had hired as a decoy, the in* 
formant let himself Into her apartment, took 
-Jhe’ banker's briefcase and gave it to two 
j; IRS agents. After photographing the brief- 
's, case's contents, the agents had the briefcase 
returned to the woman's apartment and. for 




*X;The photographed documents were a re- 
flation. One of them was a computer print- 
out of the bank's account holders- some 308 
names, including not only nationally known 
4J.S. businessmen and entertainers but quite 
k v a few well-known organized -crime figures as 
'well. The account folders controlled about a 
quarter of a billion dollars In assets. To the 
jubilant agents the list presented the possi-' 
ability of the single biggest tax -evasion strike 

, In IRS history. ’ * ■ - . > ■;* 4 

JS# Their elation eventually faded, howler, 
.'after Donald Alexander, then the IRS com.- 
. missloner, announced that Project Haven, 
S 4s the Caribbean Investigation .was called. 
>as being suspended because the surrepti- 
tious acquisition of the list wa^ an Illegal 
search... The Justice Department; . which 
launched a grand-jury investigation after 
tbe IRS dropped out of the picture, said in 
ji9T7 that it, too, was bowing out because a 
federal district court Judge had ruled that 
*the list had been illegally obtained..; 



I 



iy . It now appears that pressure from the 
i Ceotral Intelligence Agency, rather than any 
j legal problem, was what caused the Justice 
5: . Department to drop what could have been 
.'y • the biggest tax -evasion case of all time.. 

Moreover, the supposed legal obstacle to 
\ using the Castle Bank depositors’ list was 
-questionable at best- the government al- 
\ ready had in its possession the same list, le- 
f galiy obtained. V . * 
t What caused the Justice Department to 
back off seems to have been the CLA’s argu- 
ment that pursuit of the Castle Bank would 
endanger “national security." This was in* 

| ' volved because the bank, besides its possible 
' use as a haven for tax evaders, was the oon* 
dutt for millions of dollars earmarked by the 
ff CIA for the funding of clandestine opera- 
Jf tions against Cuba and for other covert in* 

* tetiigence operations directed at countries in 
f Latin America, and the Far East. A major 
tax -evasion Investigation of the bank proba* 
w* bly would have endangered these CIA opera* 
tion$. 

Drafting a New CIA Charter 
•. -The case has current significance be* 
j v cause Congress at the moment is consider 
l Ing a new CIA charter that would give con- 
gressional committees and the courts ad* 

•, vance notice of such undercover or front 
operations. 

• Castle Bank was set up and principally 
I, controlled by the late Patti Lionel Edward 
ft Helllwell, a Miami lawyer. Mr. Helliwelh 
who had longstanding ties to the U.S. Intelli- 
gence community, was instrumental in help- 
ing to direct a network of CIA undercover 
„ operations and "proprietaries." (A proprie- 
J tary is a concern secretly set up and qon* 

\* trolled by the CIA, ostensibly as a* legitimate 
business.) - : X : h 4 

Despite repeated requests for comment, 
f , officials at the C1A,‘ Justice Departipent and 
£. the Helllwell law firm refuse to discuss the 
y. case. ; Castle Bank, which closed its opera- 
tions in the Bahamas and Cayman Islands 
,X in 1977, is currently based In Panama, but 
*,v apparently has no offices there. Although 
. ? the -government ha$ never released the 
X names of Castle Bank's 1973 account hold 
r Li* ers, a copy of the list was reviewed by this 
( newspaper 

^. Playboy and Penthouse } . » . ^ 
V/V On the list, either In their own names or 
^0 under the names of trusts or companies they 
’ controlled, were such people as Chicago's 
wealthy Pritzker family, Detroit land devel- 
' >iop er Arnold Aronoff,. playboy magazine pub-- 
;. llsher Hugh Hefner. ^Penthouse magazine 
| owner Robert Guccione, actor Tony Curtis, 
i^ lhe former rock group Creedente - Clear- 
water, and three men- Morris Dalitz, Mor- 
; /ris Weinman and Samuel' A. Tucioer-Who 
have been described in Justice Department 
i j documents as organized-crime figures. IV, ’ 

: v / Of course, having money pn deposit in a 
j ^ -foreign bank, by’ itself, Is no eyldence : of 
j wrongdoing.- None oj the above Individuals, 

: V ..with the exception pf Mr, Hefner, returned 
i; r phone calls inquiring about the accounts. A 
Spokesman for^the Piqyboy publisher says- 
Mr. Hefner "doesn't remember’* having an 
'account at Castle,* though be does recall to* 
f Resting in a movie company (haf dealt with 
bank. 

V; . fhe bulk of the Castle accounts are to the 
flames of foreign ehtitieis. -mostly .^ah^mian 

J - - . -— - v v , 
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or Panamanlanraccordlng to the list. Other 
ctocuments in Nassau show that the common 
thread pf . these companies is that they were 
mostly , formed or .controlled by Paul Helli- 
•well and his associates. * y v X* ' 
i ^ Mr. Helllwell, 62 when he died 
on Christmas Eve; 1978, from emphysema 
complications, was no stranger to the murky 
world of spying. During World War II, he 
was chief of special intelligence In China for 
the Office of Strategic Services, or OSS the 
_ forerunner of the CIA. ^ ' 

’ • Colleagues from thosf days recall that 
fyr Helllwell; then 4 colonel, regularised 
to buy Information with five-pound ship- 
ments of opium rthree sticky brown bars,” 
according to one man). They also say he ran 
an operation code-named "Deer Mission," in 
which. OSS personnel secretly parachuted 
Into Indochina to treat Ho.Chl Minh for rria 
larla. X , ‘ ;•** 

In 1951, Mr. Helllwell helped set up and 
run Sea Supply Corp.,'a concern continued 
by the CIA as a front. For almost 10 years, 
Sea Supply was used to supply huge 
amounts of weapons and equipment to 10,000 
Nationalist Chinese troops in Burma as well 
as to Thailand's police. ... • * / . 

; One former federal official who helped 
scrutinize Castle says, “Castle was one of 
,s tl)e CIA's finance channels for operations 
igalnst Cuba.’* Mr. Helllwell reputedly was 
one of the paymasters for the ill-fated Bay 
•' of Pigs invasion to 1961, as well as for other 
f*extenUve\’ CIA operations, throughout 
Latin America. In particular, the former 
; .federal oflicia 1 says, Mr. Helllwell was 
I ‘.'deeply involved" in financing a series of 
, covert forays between lfti and 1975 against 
Cuba by CIA operatives working from An- 
dros Island, the largest of the Bahamian is* 
lands: , v:*., *: i . A - y ' *X 

; f -Retired CIA general oounsel Lawrence 
•. * Houston* while declining to talk about spe- 
cific agency activities, comments that “Paul 
was always willing to talk to us and help 

< ** ■ * • - v v. *;•’ . f A. 

A Blow for IRS Agents*^ 

{A former member of Mr. Helliweirs law 
firm says It was general knowledge among 
(he firm’s members “that Castle was a CIA 
account," but that only Mr. Helllwell and 
two other lawyers had access to any Infor- 
mation on the bank. He recalls one Incident 
to the late l96Cs when "the CIA had ar- 
*. Ranged to transfer a huge amount of money 



